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LEGAL MALPRACTICE INSURANCE REPORT 


EXECUTIVE SUMMARY 


This report is a summary of Legal Matpracnes insurance experience in Missouri for the years 
1985 through 1994. The charts, graphs and tables in the first seven sections of this report which 
contain closed claim information were constructed from data collected by the Missouri Department of 
Insurance as required by Section 383.077 RSMo. Premium and loss data, obtained from the Missouri 
Page 14 Supplement, are presented in the final section. 

In 1994 the loss ratio for legal malpractice insurance in Missouri was 101%, compared to the 
10-year loss ratio of 71%. Of all claims closed, 318 (21%) were chsed with payment. Claims settled 
through court proceedings totaled 152, however, only 16% of these claims were closed with payment. 
The total number of claims closed in 1994 was 317, a 28% increase from the previous year. Between 
the years 1985 and 1994, 1,495 legal malpractice claims were closed in Missouri. 

The cost to an insurer - the loss adjustment expense, or LAE, (i.e. legal fees, claims adjustment 
costs, etc.) - for settling legal malpractice cases has fluctuated over the past 10 years. In 1994, the 
average loss adjustment expense for all claims closed with payment was $16,682, while the expenses 
for all claims, closed with or without payment, averaged only $5,805. The highest average loss 
adjustment expense for claims closed with payment occurred in 1989 at $82,000. However, since the 
majority of claims closed in 1989 were closed without payment, costing an average of $2,743 in 
expenses to settle, the average LAE for all claims closed in 1989 amounted to only $20,124. 

In Sections II to VII, indemnities paid on closed claims have been categorized by various claim 
characteristics. The number of closed claims, average paid claim, and the total amount paid are 


included in each of these six sections. The categories used for the indemnity analysis are: 


° Area of law in which the insured was retained by the claimant 

. Major activity in which the lawyer was engaged at the time the alleged error or omission 
occurred 

. Alleged error or omission which was the most significant reason for making the claim 


. The legal disposition of the claim at the closing date 


° The number of years the insured had been in practice at the time of the alleged error or 
omission 
6 The relationship of the insured to the claimant 


The largest percent of claims closed in 1994 (92 out of 317) were initiated by plaintiffs in 
bodily injury/property damage cases (BI/PD - Plaintiff). 

Dissatisfaction regarding consultation or advice resulted in the highest average per paid claim 
in 1994 at $558,566 and over the 10-year period at $184,460. However, the largest proportion of all 
claims closed in 1994, as well as 1985 - 1994, occurred during the commencement of action or 
proceeding. Planning or strategy error and procrastination or lack of follow-up were the most 
common reasons stated for filing a claim, of all claims closed in 1994. Failure to ascertain deadline 
correctly was the alleged error/omission that generated the largest number of claims over the 10-year 
span with 151, followed by planning or strategy error with 148 closed claims. Forty-three percent 
(43%) of all claims paid during 1994 were settled before the claimant filed a suit or demanded a 
hearing. 

In the last two sections of the indemnity analysis, years admitted to practice and 
insured/claimant relationship, only the 10-year combined experience is reported. The three divisions 
of years admitted to practice are: under 4 years, 4 to 10 years, and over 10 years. The largest 
proportion of losses (74%) occurred in the last subdivision, over 10 years admitted to practice. The 
insured’s relationship to the claimant is partitioned into four subclasses: free legal service, member of 
pre-paid legal plan, client other than the preceding, and non-client. The most claims occurred in the 
category of client other than the preceding (i.e. client that did not receive free legal service and client 
that is not a member of a-pre-paid legal-plan). However, the highest average per paid claim of 
$244,378 was paid to non-clients. 

Only eight companies have reported writing legal malpractice insurance and submitted closed 
claim data in Missouri during 1994. The Bar Plan Mutual Insurance Company, has commanded at 


least 70% of legal malpractice insurance market in this state each year since 1986. 








Copies of this report will be made available in braille, large print, or on audio cassette upon 


request. 


Any questions regarding this report should be addressed to the Statistics Section, Missouri 


Department of Insurance, P.O. Box 690, Jefferson City, MO 65102-0690. 


The Missouri Department of Insurance 
is an Equal Opportunity Employer 
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INDEMNITY ANALYSIS 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1993 
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INDEMNITY ANALYSIS 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1990 


ALL AVERAGE LOSS EXPENSE 
CLOSED INDEMNITY PAID 
CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 


PER ALL CLOSED 
NUMBER | PERCENT NUMBER NUMBER | PERCENT CLAIMS 
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LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1989 
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MISSOURI DEPARTMENT OF INSURANCE 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1985 


CLOSED INDEMNITY PAID 
CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 


PERCENT NUMBER NUMBER PERCENT CLAIMS 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1991 
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CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 
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ERROR OR OMISSION 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1990 
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CLOSED 
CLAIMS 


AVERAGE 
INDEMNITY PAID 
PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1989 


ALL AVERAGE LOSS EXPENSE 

CLOSED INDEMNITY PAID 

CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 


NUMBER | PERCENT NUMBER PERCENT CLAIMS 


$14,214 $99,500 0.30 $1,153 





ERROR OR OMISSION 
















IMPROPER WITHDRAWAL FROM REPRESENTATION 


$1,874 


0.31 $17,000 $17,000 
ee er 


0 $0 


=“ 
ie 
ia]__2] 0-63] _fiseon,zre| to,z00,55a] 9.73] __tasa.es9 
: -aia.c00] oe] sen 
[RROPER WIRING ROH REFREORRTION | 7 
MALICIOUS PROSECUTION OR ABUSE OF PROCESS 0 | $2,874 


1 0.07 
1 0.59 
1 0.05 
0 

1 0.05 


R IN PUBLIC RECORD SEARCH 


| 
wa 
a 
{e) 


aA a 
wo os 
~ WwW 
Ww mn 


FAILURE TO REACT TO CALENDAR 
CLERICAL ERROR 


LIBEL OR SLANDER $2,911 


$15,479 


< 
H 
© 
» 
3 
om 
© 
z 
O 
ry 
o 
H 
< 
H 
tc 
rs) 
H 
Q 
ro) 
a 
a 
tt 
ae x 
Lom DO | nN] MO | Nd a} my oT wnm “J 


$0 0.00 


Zz 
OQ 
ry 
v2 
0 
ts 
‘o) 
H 
rz 
H 
ty 
=) 





. 86 $161,902 $4,047,562 12.30 $20,124 


~ 
~ 
= 
N 
~) 


TOTAL 











MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1988 


ALL AVERAGE i LOSS EXPENSE 
CLOSED INDEMNITY PAID 
CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY 

PER ALL CLOSED 


NUMBER PERCENT NUMBER NUMBER PERCENT CLAIMS 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1987 

















ALL AVERAGE LOSS EXPENSE 

CLOSED INDEMNITY PAID 

CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 

PER ALL CLOSED 
NUMBER | PERCENT NUMBER NUMBER PERCENT CLAIMS 

ERROR OR OMISSION 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1986 


CLOSED INDEMNITY PAID 
CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 
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PERCENT CLAIMS 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1985 








AVERAGE LOSS EXPENSE 
INDEMNITY PAID 
PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 
ERROR OR OMISSION 
FAIL TO KNOW OR PROPERLY APPLY THE LAW $135,988 $135,988 0.41 $472 
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BY 
CLAIM DISPOSITION 








eet. = $$ a oR - = 


MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 
FOR YEARS 1985 - 1994 
INDEMNITY PAID 


ALL 
CLOSED 
CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY 
PER ALL CLOSED 


ER | PERCENT NUMBER NUMBER PERCENT CLAIMS 
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| | 
38 43.40 $68,776 $9,491,122 sane) $2,429 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 
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CLAIMS CLOSED IN 1994 
AVERAGE PAID 
PER ALL CLOSED 


AVERAGE 
INDEMNITY PAID 
PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY 
NUMBER NUMBER | PERCENT NUMBER NUMBER PERCENT CLAIMS 


CLAIM DISPOSITION 

BEFORE FILING SUIT OR DEMANDING HEARING 132 35 11.01 $40,128| $1,404,469 4.27 $1,769 
106 32 

AFTER TRIAL OR HEARING, BEFORE JUDGMENT 


BEFORE TRIAL OR HEARING $140,041} $4,481,322 $11,600 
AFTER JUDGMENT, BEFORE APPEAL Le oe 
DURING APPEAL 































CLAIM OR SUIT ABANDONED $0 


DURING TRIAL OR HEARING 


AFTER APPEAL 


$17,653 


$11,921 








&S 


MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1993 


AVERAGE LOSS EXPENSE 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSTS 


CLAIMS CLOSED IN 1992 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1991 





AVERAGE LOSS EXPENSE 
INDEMNITY PAID 
PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 





PER ALL CLOSED 


PERCENT NUMBER NUMBER PERCENT CLAIMS 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1990 





ALL AVERAGE LOSS EXPENSE 
CLOSED INDEMNITY PAID 
CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 





PER ALL CLOSED 


CLAIM DISPOSITION 
CLAIM OR SUIT ABANDONED 3 0.94 $21,666 $64,998 0.20 $3,377 


BEFORE TRIAL OR HEARING ao] asl se 29,295] $527,314 713,365] 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1988 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1987 


ALL AVERAGE LOSS EXPENSE 
CLOSED INDEMNITY PAID 

CLAIMS PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 


NUMBER | PERCENT NUMBER PERCENT CLAIMS 
$1,958 ak aud $3,268 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1986 


AVERAGE LOSS EXPENSE 
INDEMNITY PAID 
PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 
CLAIM DISPOSITION 

CLAIM OR SUIT ABANDONED 
BEFORE FILING SUIT OR DEMANDING HEARING 3 0.94 $37,833 $113,500 $623 
BEFORE TRIAL OR HEARING 3 $71,115 $213,344 $24,582 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 


CLAIMS CLOSED IN 1985 


AVERAGE LOSS EXPENSE 

INDEMNITY PAID 
PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 
PER ALL CLOSED 


PERCENT | | NUMBER NUMBER PERCENT CLAIMS 


CLAIM DISPOSITION 
BEFORE FILING SUIT OR DEMANDING HEARING $46,747 $186,988 
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MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 
FOR YEARS 1985 - 1994 


AVERAGE | Loss EXPENSE 
INDEMNITY PAID 
PAID CLAIMS PER PAID CLAIM TOTAL INDEMNITY AVERAGE PAID 


PER ALL CLOSED 


NUMBER PERCENT CLAIMS 
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1,101 235 73.90 $121,852) $28,635,332 87.04 $12,333) 
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TOTAL 1,495 318 100.00 $103,460] $32,900,439 100.00 $10,524 


S9 


mH H Hee mH HEHE HF HE HH Ee EE He EE EE EE 





INDEMNITY ANALYSIS 
BY 
INSURED/CLAIMANT RELATIONSHIP 


MISSOURI DEPARTMENT OF INSURANCE 
LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 
FOR YEARS 1985 - 1994 
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INSURED'S RELATIONSHIP TO THE CLAIMANT 
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MISSOURI! DEPARTMENT OF INSURANCE 


PAGE 14 SUPPLEMENT LEGAL MALPRACTICE EXPERIENCE 


WITH MARKET SHARE 


1994 EXPERIENCE 


74.701% 
9.851% 
5.066% 
4.293% 
3.810% 
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The Bar Plan Mutual Insurance Company 
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